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KEY ECONOMIC INDICATORS 
Values in Million of U.S. Dollars 


1984-DH 8.65 
Exchange Rates: 1983-DH 7.25 
: 1982-DH 6.0 


ITEM 1982 1983 1984 1983-84 


(Revised) (Preliminary) % Change * 

GDP (current prices) 15,015 L3eeae 11,$25 
GDP (1969 prices) 5,645 4,779 4,002 
Fixed investments 3,082 2,334 2,536 
Agricultural production 2,709 2,204 1,983 
Energy imports 1,097 873 948 
Industrial production 

index (1978 = 100) 110 116 114 
Value phosphate rock exports 574 459 522 
Value phosphate 

derivative exports 342 420 483 
CPI rate of inflation 10.5 6.2 12.5 


GCVERNMENT FINANCE 

Ordinary revenue 3,413 2,909 2,652 

Ordinary expenditures 3,488 2,972 2,€43 

' of which debt service 524 489 502 

Investments expenditures 2,080 1,044 821 

Overall deficit 1,851 911 812 
of which externally 


financed 1,560 468 601 
Money supply 6,542 6,389 5,704 


BALANCE CF PAYMENTS 
Net foreign assets 383 248 272 
Balance of payments 219 73 69 
Current account 1,906 884 1,076 
Balance of trade 2,258 1,219 1,401 
Exports FOB 2,073 2,019 2,152 
Imports CIF 4,331 39237 3e3n2 
Net transfer payments of 977 958 913 

which workers'remittances 853 899 868 
Net earnings from tourism 356 367 407 
Net capital movements 1,620 695 963 

of which public sector 

loans 1,295 724 879 
Cutstanding external debt 12,140 125195 12,376 
~ebt service as a 

percentage of exports 

and transfer payments** 39 38 28 


(*) Based on value in Dirhams 
(**) After rescheduling in 1983 and 1984 


SOURCE: Ministry of Finance; Ministry of Planning; Bank of Morocco 





SUMMARY 


Like other developing nations, Morocco has been beset in recent 
years by severe economic difficulties. It has attempted to 
resolve them by debt rescheduling, economic adjustment, and 
austerity policies. Although government austerity and 
adjustment - from a protectionist to a relatively open market- 
oriented economy - have been ongoing since 1983, nonetheless 
Morocco must still continue substantial efforts to fashion a 
balanced, self-sustaining economy. Frospects in the next 
several years are for modest growth, assuming good weather, 
government policy steadfastness, and a healthy international 
economy. 


The performance of the Moroccan economy during 1984 and early 
1985 reflected the impact of its stabilization program began in 
mid-1983. Results have been mixed; in general the economy has 
moved in the right directions but slowly. The Government has 
shifted from an inward-oriented economy and development program 
to an outward-looking strategy, although remaining conscious of 
the ensuing risks of inflation and social strain. During the 
period of adjustment for the next several years, new business 
Opportunities will be created, especially in some export areas 
which may be attractive to foreign investors. 


RECENT DEVELOPMENTS 


Moroccan expansionist economic policies prior to 1978 led to 
serious economic difficulties in the early 1980's which were 
aggravated by years of drought and world recession. After an 
initial 1983 IMF stabilization program and Paris Club 
rescheduling, the Moroccans returned to the IMF and the Paris 
Club in September 1985 for a new standby arrangement and debt 
rescheduling to alleviate their external financial burden while 
restructuring their economy in the coming years. 


The new standby arrangement with the IMF, lasting until 
February, 1987, will make available 200 million SDR. In 
addition, a Compensatory Financing Facility for 115 million SDK 
was approved largely on the basis of the sharp drought-induced 
increase in wheat imports in 1984. 


The new standby arrangement aims to promote adjustment that 
will permit achievement of a sustainable balance of payments 
Situation by 1988. Domestic demand will be controlled through 
reduction in the overall budget deficit and appropriate 
monetary, price and income policies. In September, the 
Government raised prices on food staples for the first time in 
over two years in an attempt to curb its spending on subsidized 
consumer goods. 





Paris Club rescheduling also took place in September for 90 
percent of principal and interest on payments originally 
falling due between January 1985 and February 1987. The London 
Club - Morocco's almost 200 commercial bank creditors - in | 
September finally agreed to reschedule the 1983-84 Moroccan 
Gebt. There is widespread expectation that a 1985-86 London 
Club rescheduling will be worked out which is as favorable to 
Morocco as the previous one. After these recent agreements, 
supplemented by a $200 million World Bank structural adjustment 
loan for trade and industry, an adequate financial underpinning 
until February 1987 is in place for Moroccan efforts to achieve 
continuing, healthy growth. 


PRODUCT, PRICES, AND WAGES 


Gross domestic product (GDP) rose only modestly in 1984, 
largely due to growth in services. Ministry of Finance 
figures show a 2.2 percent increase in constant dirham prices 
over 1983, although another Moroccan Government entity 
calculated a 3.9 percent rise. With population growth 
officially at 2.6 percent annually, GDP per capita fell 
slightly in dirham terms in 1984 for the second consecutive 
year; however, the dollar decline was relatively sharp to $557 
per capita, explained largely by the dirham's 22 percent 
devaluation in 1984 against the dollar. 


Agriculture, which employs more than half of the working 
population, was hard hit by the fourth year of drought. Its 
share of 1984 GDP remained at about 11 percent. Wheat imports 
rose from 1.7 million tons in 1983 to 2.5 million tons in 1984, 
almost all from the United States. 


The manufacturing sector's share of GDP declined slightly from 
17 to 16 percent. There were, however, some increases: 
chemicals, wood and paper products, and to a lesser degree 
processed foods. The production of phosphoric acid expanded by 
15 percent. Construction shrank by 2 percent because of cuts 
in public investment. 


The mining sector share of GDP remained steady at 3.4 percent 
with mineral exports increasing from $553 million to $626 
million in 1984, benefitting from a firming of the market and 
the appreciation of the dollar's value in which 90 percent of 
phosphate receipts are received. 


The energy sector was also hit by the 1984 drought. 
Hydroelectric power production fell by 24 percent while the 
cost of energy imports rose 33 percent. While some natural gas 


has been found, no significant commercial finds of oil and gas 
have been reported. 





Growth in services was substantial. They now account for 43 
percent of GDP, an increase of 6.1 percent in 1984. Tourism 
led the way with more than 2 million visitors in 1984 and $407 
million in net earnings, a rise of 30 percent, due 
substantially to longer stays. 


Trade and price liberalization and currency depreciation may 
well create inflationary pressures in the coming years. 1984 
inflation as measured by the CPI (consumer price index) rose to 
12.5 percent. The rise from 6.2 percent in 1983 resulted from 
a slight general rise in consumer goods prices and a change to 
a system of frequent adjustments to reflect import costs in 
petroleum product prices. In 1985, CPI-measured inflation is 
likely to. continue at least at the 1984 pace, perhaps spurred 
by price liberalization of food products which weigh 54 percent 
in the calculation of the index. The industrial price index 
rose substantially: 12 percent in 1984 versus 5.4 percent in 


1983, due largely to price rises in imported raw materials and 
oil. 


The Government has frequently adjusted, or permitted producers 
to adjust, prices with attendant increases in inflation. Many 
administered prices as well as the system of price control 
itself were changed in 1984. The new system permits virtually 
all manufacturers to pass on price increases on imports and 
permits sales price adjustment in manufactures without prior 
authorization subject to ex-post control by the government 


authorities. Practically speaking, only monopolies and basic 
necessities - some food products, health care, and educational 
Materials - still have controlled prices. Agricultural 
producer prices were raised significantly in 1984 for the crop 
year 1984/85, although the real producer prices for wheat 
remain below the peak level reached in 1980. 


Real wages declined slightly in 1984 with no general increase 
for the civil service or in the minimum wage. However, civil 
service wages rose 5 percent on January 1, 1985 and an 
additional 5 percent in September to balance the price rise in 
subsidized consumer goods. In January 1985 the minimum 
industrial and agricultural wages rose by 10 percent and again 
by 10 percent in September. Minimum industrial wages are 38 
cents/hour and agricultural wages are 25 cents/hour. Work days 
lost due to strikes were 208,000 in 1984, an increase of 34 
percent over 1983. Emigration to Western Europe, the 
traditional outlet for surplus labor, has fallen dramatically 
in recent years. Workers emigrating in 1984 numbered only 


13,000, more than half to Libya. Unemployment is roughly 
estimated to be 15-20 percent. 





GOVERNMENT FINANCE 


The Government, walking a fiscal tightrope and burdened by a 
heavy defense budget amounting to more than 20 percent of 
government spending, has few options. The economy has been 
limping; the tax system needs reform to fit the changing 
economic profile of the country; foreign commercial loans have 
not been raised in meaningful amounts and creating excessive 
amounts of additional money would be disruptive. Under the 
circumstances, adjustment and keeping the lid on spending are 
the orders of the day in the quest for a positive balance of 
payments and sustainable budget deficits by 1988. 


The overall budget deficit was successfully reduced from $911 
million in 1983 to $812 million in 1984. Public investment 
expenditures dropped $223 million but, unfortunately, the 
budget deficit was also reduced by letting arrears mount, 
especially to suppliers of subsidized goods and to capital 
projects. 


Government revenue in 1984 increased 11.3 percent. Although 
new tax measures yielded about $79 million, ordinary 

revenues were less than expected owing to the drought - related 
decline in economic activity and slackened import revenues 
because of trade liberalization. The special tax on imports 
was also cut from 15 to 10 percent in January 1984. 


Government expenditures rose 8.5 percent in 1984 because of 
rises in ordinary expenditures although public investments 
declined. Public employment levels rose by only 2,000 persons. 


Monetary authorities, committed to control inflation, largely 
refrained from money creation to fund the budget deficit which 
was 6.7 percent of GDP in 1984 (instead of 8.5 percent in 1983 
and 12.2 percent in 1982). Money supply in 1984 rose 9 percent 
and the 1984 budget deficit was 91 percent financed by foreign 
loans and recourse to IMF facilities compared to only 40 
percent covered in this way in 1983. Credit to the government 
increased by only 5 percent in 1984 while credit to the public 
and private enterprise sectors rose 16 percent. Net foreign 
assets increased 34 percent at end 1984 to $272 million. There 
was progress in increasing reliance on market mechanisms to 
allocate credit to growth sectors such as textiles, fishing 
boats, and the food industry. 


BALANCE OF PAYMENTS AND FOREIGN TRADE 


Government policies aim to improve the current account balance 
through export stimulation via exchange rate and trade 
liberalization measures. There was a significant improvement 





in competitiveness of exports in 1984 due largely to the 
dirham's depreciation against the dollar, with an average 
exchange rate of 8.85 versus 7.25 to the dollar in 1983. 
Exports totaled $2.152 billion in 1984 versus $2.019 billion in 
1983. As part of its policy to stimulate exports the 
government eliminated its monopoly on processed food exports 
and also dispensed with export licenses for industrial and most 
agricultural products. Main foreign exchange earners were 
phosphate rock and derivatives (47 percent of exports), citrus, 
vegetables and fish (22 percent), and textiles, rugs, and shoes 
(17 percent). Net textile exports rose by 35 percent, due 
principally to an expanded EC quota. 


Imports however surged to $3.553 billion in 1984 from $3.237 
billion in 1983. In spite of the depreciation of the dirham, 
trade liberalization made imports more accessible through the 
reduction of the special import tax, the lowering of tariffs 
(reducing the maximum tariff to 60 percent) and relaxation of 
import restrictions. Most of the increase reflects 
drought-induced cereal imports and oil for electricity, 
although increased private consumption, restocking inventory 
and public sector investment played a part as well. 


The substantial trade deficit of $1.401 billion was a 
considerable rise from the straitened import level of $1.219 
billion in 1983. To some extent, increased transfer payments 
of $913 million (95 percent workers' remittances) and $407 


million tourism earning compensated to bring the current 
account to a net deficit position of $1.076 billion. 


Capital inflows in 1984 were directed mainly to the public 
sector and direct investment and other private inflows were 
very small. Inflows to cover the current account deficit and 
rescheduled obligations on foreign debt were $963 million of 
which foreign loans and grants to the public sector were $879 
million. At the end of 1984, Morocco's foreign debt was 
estimated at about $12.376 billion, 103 percent of GDP. The 


debt service as a percentage of exports and transfer payments 
was 28 percent. 


CUTLOOK 


The Government is addressing the country's problems through the 
elaboration of austerity and adjustment policies which, on 
implementation, would improve the productivity of the Moroccan 
economy. Some policies are already being implemented - such as 
stiffer controls on spending, a more flexible exchange rate, 
more tightly controlled monetary and credit growth and 





deregulation of the financial sector, especially in an attempt 
to boost domestic savings. Some policies are in train but not 
yet worked out - such as a new tax law, stimulation of 
agricultural production, and a new export code. Some policies 
are still in gestation - notably policy toward the debt-ridden 
public enterprise sector and straightening out a massive 
domestic arrears problem due to government slow payments. If 
these corrective policies are adopted and continued into the 
late 1980's, substantial improvements are expected in economic 
performance. 


IMPLICATIONS FOR THE UNITED STATES 


Because of Morocco's slow rate of domestic growth, prospective 
American investors would be advised to look at projects 
directed toward the country's export markets. American 
companies wishing to take advantage of Morocco's low labor 
costs and proximity to the European market may qualify for 
generous benefits under the 1983 Industrial Investment Code and 
related provisions in the codes for Fisheries and Merchant 
Marine, Hotels and Tourism, Real Property Development and 
shortly, Mining and Metallurgy. Local and foreign investors 
have already taken advantage of the new codes and foreign 
investors in particular find that land, labor and local 
materials which may be required for their projects are 
available at dramatically low costs in dollar terms. A 
Bilateral Investment Treaty according extensive mutual 
protection to investors was signed in Washington in July 1985. 
While not yet ratified by the Congress, the Treaty will provide 
protection to investors who wish to benefit from Morocco's 
natural advantages and government incentives. Its terms are 
retroactive to apply to existing investments. 


While U.S. products are greatly appreciated, the high value of 
the U.S. dollar is a major short term constraint to increasing 
sales of U.S. goods and services to Morocco. In the medium 
term and certainly the long term, Morocco is an attractive 
market, with a large, growing, comparatively cosmopolitan 
population with a western bias and potential wealth derived 
from the country's mineral deposits, rich agricultural and 
fishery resources, extensive industrial base and the 
development of its considerable tourist attractions. A 
Bilateral Tourism Agreement with Morocco was also signed in 
Washington in July. 


There is certainly room for improvement in trade between the 
United States and Morocco. During 1984 Morocco shipped only 
$34.0 million worth of goods to the United States. Trade in 
the other direction was $525.8 million, putting the United 





States in second place among Morocco's suppliers. If, however, 
sales of military equipment, tobacco and foodstuffs are 
extracted from this figure, U.S. exports were only $40.5 
million. France remained Morocco's principal supplier with 
sales of $715.6 million during the year. Saudi Arabia was 
Morocco's third major supplier, with a single export, crude 
oil. Spain and West Germany also are important suppliers. 
Exports from France and some other European suppliers benefit 
from extremely favorable export credit terms (mixed credits) 
underwritten by their governments. 


Countertrade and barter arrangements have begun to appear as 
exporters seek more creative means of selling their goods and 
services to Morocco in the prevailing tight foreign exchange 
and credit conditions. Several American companies have already 
concluded and others are now exploring bilateral and 
multilateral possibilities, while both Western and Eastern 
European traders regularly capitalize on opportunities. 


The growing external debt has forced Morocco to cut back on its 
expenditures, and there will be continued restrictions on large 
capital equipment imports that are not accompanied by 
concessional supplier credits. The financing packages proposed 
by foreign bidders on major capital investment are every bit as 
important as price and technology. Superior equipment, 
processes and technology can win business for U.S. suppliers, 
but only if they are supported by highly competitive financing 
and assured after-sales service. In general, early success for 
companies new to the Moroccan market may depend on imaginative 
financing. The Export-Import Bank of the United States has 
financed U.S. exports to Morocco and will consider new requests 
for loans and guarantees. 


The liberalization of import licensing, protectionism ana 
general reduction of tariff rates has opened the gates to 
imports by the Moroccan private sector. In this area as well, 
credit terms carry as much weight as competitive pricing. 


The Moroccan Government's priorities call for steady growth in 
production of grains (where the U.S. Agency for International 
Development (AID) is making a major effort), oil seeds and 
olives, vegetables, citrus and livestock. This agricultural 
development effort should provide additional markets for farm 
machinery of all sorts, equipment for agribusiness and 
irrigation system materials. USAID implements new programs in 
support of private enterprise within the total government economic 
assistance effort of $97.4 million in FY85. 

The Moroccan Government, anxious to develop its vast fisheries 
resources, is focusing on the country's needs for new fishing 
ports and port infrastructure, new and upgraded fishing boats, 





«98 ws 


large refrigeration units at major fishing ports, cold storage 
capacity in inland towns, fishing boat construction and repair 
facilities, etc. It is expected that the World Bank will 
finance some of the projects. Investment in this sector will 
run into the hundreds of millions of dollars, and competition 
will be stiff. 


Tourism is already a major industry. Two American chains are 
managing hotels here, and others have properties under active 
consideration. Two enormous hotel and tourist complexes are 
under development by Saudi and Kuwaiti investors, with 
opportunities for American firms to supply management, 
equipment, supplies and services to these and numerous lesser 
projects in progress throughout the Kingdom. 


Mining and processing of minerals remain areas of major 
interest to the United States. The Office Cherifien des 
Phosphates (OCP) is in the middle of a $4 billion five-year 
expansion program including two new phosphoric plants at the 
new port at Jorf Lasfar. Although the French will provide OCP 
with large amounts of mixed credits over the next several 
years, there is room for American sales. The OCP works with 
U.S. engineering firms and purchases extensively from American 


suppliers of mining and chemical plant equipment, sometimes 
with EXIMBANK financing. 


In addition to phosphate mining, American firms selling mining 
equipment may have opportunities as Morocco moves to develop 


its minerals such as copper, cobalt, manganese, lead, barite 
and other precious and non-precious minerals. The Government's 
coal mining company, Charbonnages du Maroc, is undertaking a 
major expansion program which will provide other opportunities 
for sales of mining equipment. Although coal imports were only 
$8.2 million in 1984, the demand for imported coal is expected 
to grow even when local resources are in full production. 


Telecommunications, port development and the supply of 
transportation equipment and support systems to the national 
airline and state-owned railways are other priority areas in 
which American companies have traditionally fared well in 
Morocco. Development of these sectors continues. 


WHERE TO GO FOR FURTHER INFORMATION 


Potential U.S. investors can secure advice, services and 
financing from U.S. Government agencies on any aspect of their 
interests or desired involvement in Morocco. The Office of the 
Near East in the Department of Commerce has detailed 
marketing/investment material available. The Export-Import 
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Bank of the United States (EXIMBANK) offers interesting export 
financing and commercial credit guarantees to cover 
U.S.-sourced equipment and services. The Overseas Private 
Investment Corporation (OPIC) provides investors with insurance 
coverage against losses due to war, civil strife, expropriation 
or nationalization and currency inconvertibility, while 
offering venture capital at attractive rates. In Morocco, 
exporters and potential investors can consult with the 
Casablanca-based subsidiary of a major New York bank, the only 
U.S. bank operating in Morocco, or the local subsidiaries of 
two large U.S. public accounting firms as well as the 
Economic/Commercial Section of the American Embassy in Rabat 
and the two U.S. Consulates General in Morocco, located in 
Casablanca and Tangier. The Foreign Commercial Service main 
office and library are at the Consulate General in Casablanca, 


Morocco's largest city and the center of finance, trade and 
industry. 





Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 
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ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we. give the phone numbers of 
our authors in every issue so you 
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